
EX PARTE OR LATE FILED

Charles L. Ward
Government Affairs Director

February 8, 1995

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, D.C. 20554

Suite 1000
1120 20th Street, NW
Washington, DC 20036
202 457-3884
FAX 202 457-2545

RE: Ex Parte Presentation
[CC Docket 79-252,93-197,80-286]

Dear Mr. Caton:

On Wednesday February 8, Neil Briskman, Daniel Clark, Al Lewis, Michael
Murphy, Gerard Salemme and I met with Anna Gomez, Kathleen Levitz, Michael
Katz, Geraldine Matise, Richard Metzger, John Muleta, Mary Beth Richards, James
Schlichting, Mark Uretsky and Kathleen Wallman to discuss the above-captioned
dockets and the attached presentation materials.

Two copies of this Notice are being submitted to the Secretary of the FCC in
accordance with Section 1. 1206(a)(2) of the Commission I s rules.

Attachments
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Competition - Definitkw.

Three characteristics define and describe the intensity of competitive
markets.

•

• Customers' Freedom of Choice
- Degree of segmentation

- Availability of choice

- Factors influencing the buying decision

- Frequency of choice

• Competitors' Rivalry
- Number

- Size
- Resources

• Level of Market Activity
- Advertising and marketing efforts
- Proliferation of features, services and promotions

- Expansion of distribution and sales capacity



Competition - Customers' Freedom of Choice

On a total telcom basis, all seflments are sig_n_ifl_ic_a_n_t. _
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Competition - Customers' Freedom of Choice

Customers with lower long distance usage are similar to all customers
along several key demographics.
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_Competition - Customers' Freedom of Choice

Customers with lower long distance usage are still very active
communicators.

• 69% of low LD users are heavy local and intraLATA users

• 520/0 of low LD users are bridge builders and local socializers - heavy communicators

• Low LD users have the highest preference for a single source provider

..



Competition - Customers' Freedom of Choice

Lower usage customers are as likely to make choices about long distance
companies as all other customers.
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Competition - Customers' Freedom of Choice

Customers can choose and change long distance companies with great ease
and with many opportunities. In 1994, each adult aged 18 to 49 was
IItouched" approximately 330 times by a consumer long distance sales
messag...e _

. . .
(over 39B contacts)

• Advertising

• Direct Mail

• Telemarketing

Non-Traditional Channels
(over 30M contacts)

• Partnerships

• Affinities/charities

Customer InitiateclMarketing
(over 90M contacts)

• Household moves/changes

• Additional lines

• Servicing



Competition - Customers' Freedom of Choice

Although price is a primary driver of a customer's buying decision in
competitive markets, other factors such as brand, reputation and service
guality are also imp_o_rt_a_n_t- _
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Competition - Customers' Freedom of Choice

About 30M customers change carriers annually - indicating a market of free
choice.
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CCJmpetition - Customers' Freedom of Choice

Customers are choosing and changing long distance service among
many carrier choices.

AT&T Mel

3rd Tier
~ Excel
~ Touch 1
~ Lei International
~LDDS

•



Competition - Customers' Freedom of Choice

An overlay to customer churn and also a significant sign to the
competitiveness of the industry is the increased changing of offers by
consumers who remain loyal to a carrier.
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Competition - Competitors' Rivalry

The competitive landscape has changed dramatically over the last 10 years
with over 1000 companies competing in the long distance consumer
market.

National
Competitors

Regional
Competitors

1984
~ AT&T
~ MCI
~ Sprint
~ Telecom USA
~ ITT
~ Allnet

~ Western Union

.1994
~ AT&T
~ MCI
~ Sprint
~LDDS

~WilTel

~ Allnet

~ Excel
~ Budget Call
~ Touch 1
~ LCI
~ NTC
~ Vartec
~ Working Assets
~ RCI/Frontier
~ US Long Distance
~ SNET
~ Dial & Save
~ Over 1000 Other Resellers



· 'R· ICompetition - Competitors/va ry

Mel and Sprint have become strong competitors experiencing significant
srowfh since 1984. e

Est. Total Revenue

Est. Cash Flow

Est. # Employees

Est. # Residential
Customers

M.CJ

$13.38

$2.08

37K

17M

SJmn1.LD

$6.88

$2.18 1

19K

8M

Qtbem

$5.08

$1.08 (est.)

14K

6M

1 Represents Sprint total company including local, etc.



am!JJP~el.Uti~to'rJl1r~s~'~R_;v.alryCompetition - Com

Foreign competitors are investing in the domestic long distance market
and chan9.l.!29 the landscape and nature of comp_e_ti_ti_o_n _

Deutsche Telekom/Sprint
$28 =10% of Sprint

"\

Foreign '~
Investments

in the
Industry

British Telecom/Mel
$4.3B = 20% of Mel

France Telecom/Sprint
$28 =10% of Sprint



Competition - Competitors' Rivalry

Regional carriers greatly increase competitive activity in the 6 states
shown below.

~

WiITel

121 LD
Carriers

• VarTec
• Touch 1

51 LD
Carriers

• VarTec
• Touch 1
• Budget Call
• Working Assets



Competition - LeveL of Market Activity

Industry advertising expenses have consistently increased significantly
year over year; reflecting the need to constantly arm consumers with
information on new products and services.

Industry Advertising Expenses
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Competition - Level of Market Activity

Competitors provide a broad array of choices for consumers in services, new
features, price promotions and loyalty programs. As the competition expands and
becomes more aggressive, market delivery cycle times are continuously shortened.

.
• PhoneCash Card

• F&F Personal Number

• Sure Savings
• MCI Travelers Assist

• F&F II

• MaximuM Security Collect

• 1-800-COllECT Canada

• 1-8oo-COllECT en Espanol

·1·8QO-CAlLlNFO

• Servicio L1amame

• ATW proooct
integrated discounts

• F&F 2nd Int'l number
• MCIIGM Card
• VISA USA Open Network

• World Weekends

• IDA
• Call South &

Central America
• Call Israel

• Enhanced Calling Card
• 1 800 Collect

A t
o • Around World Card • FATWA

• ny Ime
• F&F Int'l (1 number) • EasyRate. 6 language Cards

• Call Mexico

• Friends & Family

• Personal 800

• Call Europe

• Call Pacific

• PrimeTime

• Best Friends• Around World OCP• Call Canada
• Call USA (1988) • Call India • F&F Card °

• CitibanklMCI • Special Area
Card Code PlanI I I I ·World Reach I If-------

• The Most
• Spri~t Express 3rd Country Worldwide • Personal Numbers Trade

• World Weekends Calling
• SprinUGE Card

• The Most 2

Mel

• Timebank

• Voice Card Rollout

• True World

• True Rewards

• Worldwide

• Option B

• Domestic Debit Card

• Int'l Prepaid Debit
Cards Bus/Res • World Travelers FONCard

• Chinese & Korean FONCard

• The Most • Option A "Moonlight Madness"

• Public Fax

• CliO Card

• Sprint World OCP

• Sprint Express

• Sprint Select

• Residential 800

• UCS Card

• ROWOCP

• Sprint Plus

• FONCard • TlN Card

S . t E~~~pnn I I I I .Japanese FONcar'lr-_-:---:- +- _
• High Seas Direct I

• Military Saver Plus • The Choice

• USA Direct In language• In language Card
• Custom Card

• ROW from • World on Sale
Hawaii· i Plan • Free Time

• Simple Sal/ings • Free Month

• 1-8oo-lIamaATT• language line • Public Phone 2000 • EasyReach • Evening Plus

• Dual Party Relay • Select Saver • Teleticket • Card OCP • Special Country
• RO Half Hour F M °lb x • True USA

• USA Direct (1985) • ROA 24hr • Any Hour Saver • ax al 0 • TrueVoice • International Rewards Program

AT&T
•World Conne t • 1 800 0 erator

1989 1990 1991 1992 1QQ~

• True Ties

.1&' P,op-C.,.., tRUfllllCTfDt
s..., f"'A4.ttooN"PMION ........... A...... T.1l.
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Competition - Level of Market Activity

Industry telemarketing resources have grown significantly year over year
to fight for a customer's choice.

Industry Telemarketing Capacity
Representatives
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Competillon .. Level of Market ActivitY-

In an effort to fight for a customer's choice, all companies are significantly
increasing their telemarkettn_g resources.

Telemarketing Capacity by Company
Representatives
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Competition - Level of Market Activity

Expanding the scope and capacity of sales efforts significantly increases
the competitiveness of the industry by improving the ease of customer
con~ctand~~fug~epo~n~/se~go~_o_rt_u_n_n_~_s_.~~~~~~~~~

• Sharper Image
• Nordstrom

•

• One Pass

• Asiana

• World Tek Travel

• Korean Chamber Of
Commerce In LA

• Citibank Indian

• EI Diario

• La Opinion

• SearslWholesale

• Costco/Price Club

• TCIITime Warner

• ETI

• Cox Cable

• PACE

• GE Rewards

• Blockbuster

• Office Max

• Major Baseball

• Blockbusler Video

• Neiman Marcus

• Working Women Magazine

·GM

• US Post Office

• Earth Share (24 Charities)

• Discover Card

• Lehigh University

• World Trade Center (10 Cities) • Alumni Serv

·AMEX

• Health Care Affiliations

• Blockbuster

·MBNA

• Multi Trade/Professional
Affiliations

• American Bar Association

• Spiegel

1990

• Network 2000

• USM (Military)

·UTAC

• Multiple Trade
Association

• Chase VisalMastercard

• Visa Phone/ Master
Phone

• College/Universities

• Sears/Discover Card

• Northwest Airlines

• Amway • FOX Network

• Herbal Life

• Flowers Aired

• Damark International

• Borden Foods

• Visa Card • Avianco • Spiegel
• M t C • HBO Espanol • Asiana Airlines

as er ard M I I
• Diners Club • EI Nuevo Herald • e a uca

• . ' • JCB Card • US Hispanic • GM Affinity
• AMEX ConnectPlus Staples • Cltlbank , . Chamber· Continental Airlines

• Bntlsh Telecom of Commerce • BJ/Sta
• American Airlines • Avon Products • Hong Kong Bank Card • Amway (Austin) pies

. . . ' • Prepaid Card Partnerships

Mell I I
.Radio Shack • California Realtor ASSOCIation A" 777 CI b

r'- +, -1"__-:....:.-.....:..:=.:..:.- ~I-----------1 . mencan Greeting/Prod. • - u

• Travel Consolidators KM
• art

• UTAC • Fotomat
• Elaero Mexico • HBOlCinemax
• Ranch 99 • NBC Starfon
• Zorichu • Office Max
• Euro Plus • Travelodge
• Nike Travel • Bausch ~ Lomb

• FonmaglC
• VONS Supermarket • Easy Movers Kit
.1(800) Flowers • Alamo Rental
• America On-Line • Midway
• Asian American • Alaskan Airlines
• Prodig,.ssociation • America West
• CISD • PrePaid CardlParnership
• Hallmark ie. Aunt Millies

• UnitedPrepaid
• TWA Card

Sprintl •Spiegel I·Blockbuster 1__·_M_a_ry_K_a_y_C_o_sm_et_lc_sil__·_K_in_k_os -+1 _
• Shell/Chemical • PNC Bank • ICM
• TimelWarner • Express Inc. • COMCAST

• 800 Flowers • Goya
• National Baptist • Harry & David
• Disney • Times Mirror

US A
· • CPC Int'l

• Ir • AAA
• Delta • Penn State Alumni

• Prepaid Card

~T&T . AT&T Bell System Alumni • United • Check Free

1991 1992 1993 1994 ......fk=~~==.::.... f ••



Competition - Level of Market Activi~

As a result of this market becoming more competitive, customers have
come to expect more from their long distance carrier, evolving from a
transaction to a service enrollment to eventually, a full relationshie... _

1993 1994 1995

Relationships

Customer
Focused

Enrollments
\...

, &
Engagement

Market
Focused

Transactions

Product
Focused



Competition - Competitors' Rivalry

The game is so competitive in the consumer long distance market that
customer choice is e.!!Yed strictly at the margin on a month by month basis.
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Competition - Summary

The telecommunications industry is one of the most competitive markets
in the world.

• Customers' Freedom of Choice
- Customers are overwhelmed with choice, have no barriers to exit, and many are

provided with lucrative incentives to change carriers.

• Competitors' Rivalry
- Since AT&T's Divestiture, competitors in the consumer long distance market have

become financially strong companies and are capable of attracting large and
significant foreign investors/partners.

• Level of Market Activity
- Since the early 90's, competitors have increased their marketing activities three fold

and new product introduction cycles have been reduced significantly, sometimes to a
few days.


